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A B S T R A C T 
The emergence of information technology has opened a new era of investment 
opportunities. Among the popular innovation, on-line trading services have attracted 
masses of investors as well as new capital into the global financial markets, thanks to 
the convenience of on-line trading facilities, the availability of on-line investment 
information and the associated reduction of transaction costs. Investors can trade 
more cheaply, whenever and wherever they want in this new era. 
In this paper, we are going to examine the degree of importance of some attributes, 
which will affect the investors' choice between traditional security trading and on-line 
trading. These attributes include investors" demographics, investors' attitude towards 
the risk, the knowledge of the investors, cost of trading, convenience and the 
perceived benefits. 
In the following chapters, we will discuss about the background of the on-line trading, 
the different between the traditional and on-line trading and the impacts of 
Information Technology on financial market. Base on the discussion and the past 
study, we will develop a methodology to test whether there is any different in 
investors characteristics and perceived value between traditional and on-line investing. 
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A C K N O W L E D G E M E N T 
1 
C H A P T E R I 
I N T R O D U C T I O N 
What is On-line Trading? 
On-line trading refers to buying and selling securities and derivative 
instruments through the internet or other electronic means including touch-tone 
telephones, wireless access (e.g. wireless application protocol — WAP), hand-held 
electronic devices (e.g. personal digital assistants 一 PDAs) and proprietary electronic 
systems (e.g. automatic teller machines — ATMs, stand-alone computer systems). 
Dealing in Exchange-listed securities through the Internet is currently the most 
popular mode of on-line trading activities. The use of mobile phones for securities 
dealing is becoming increasingly popular following the introduction of W A P and may 
advance further with the forthcoming third generation (3G) telephone architecture. 
Real-time vs. Non-real-time Trading 
Not all on-line trading is "real-time" or processed instantly without human 
intervention. Investors should be aware of the difference between real-time and no-
real-time trading. 
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Before the introduction of the Stock Exchange's AMS/3 (the third generation 
of the Automatic Order Matching and Execution System), on-line trading in Hong 
Kong was not genuinely real-time. That means on-line orders could not be directly 
fed into the Exchange's trading system without manual re-input. Most on-line 
brokerage services were only email-based systems — brokerage staff had to manually 
re-type a client's order into the trading system for execution. This form of on-line 
trading was simply an alternative to the traditional methods of placing orders by 
phone, fax or in person, may suffer processing delays and human errors. 
When AMS/3 is fully implemented, it will be possible for on-line orders to be 
automatically fed into the trading system for execution and order confirmation. In 
most cases, order confirmation will be automatically delivered to investors on a real-
time basis, without brokers’ manual procession. 
What is AMS/3'? 
AMS/3 is new generation of trading infrastructure designed to support service 
delivery to brokers, investors and other market participants. 
Compared with the existing trading system, AMS/3 has extensive capabilities 
in various areas, including market model trading methods, market access and trading 
facilities, and investor access channels. 
To support different requirements in different markets, new trading methods 
have been introduced in AMS/3. In addition to the original auto matching method 
single price auction and market making using a Quote/ Quote Request mechanism 
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have been developed. The new trading methods are targeted to support future market 
development needs into to facilitate the launching of new investment products. 
Electronic Commerce (e-commerce) 
E-commerce on the Internet is a hot topic. Predictions are that it will eclipse 
mail order catalogue selling, seriously damage conventional retailers and change 
many other aspects of the way business is conducted within and between 
organizations. The cause of e-commerce has been taken up by governments, 
development agencies and business itself. Many organizations have established a 
Web presence and increasingly their home pages include facilities to buy, book or 
contract. And financial market is one of the examples. 
Financial Institutions and the Internet 
Financial institutions will face dramatic changes in their competitive 
environment. Deregulation of financial markets lowers traditionally high entry 
barriers for new competitors. On one hand, foreign and regional banks are expanding 
the boundaries of their businesses to new geographic areas, and on the other hand, 
near-banks and non-banks, such as insurance companies, technology providers or 
retailer, are offering bank products through cross-selling or bundling, Strategic 
decision-makers are becoming increasingly concerned with the cost of routine 
transactions and distribution channels (Evans and Wurster, 1997). 
Information technology and telecomnuinication networks provide new 
opportunities to reach their customers more efficientl}-. However, if banks choose not 
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to face the challenges associated with these opportunities they risk losing customers 
and business to faster competitors. In 1989, FirstDirect, a direct bank completely 
relying on telephone services, quickly gained 500,000 customers in the United 
Kingdom (Devlin, 1995; Bosco, 1995). 
The Pioneers 
The US and Korea have been first movers in on-line trading and technological 
innovation in the financial services industry. Initially, on-line brokers primarily 
operated as discount brokers offering execution-only services at lower commission 
rates. Recently, many on-line brokers have evolved to provide execution services as 
well as a range of value-added services, including asset management, sales of unit 
trusts, off-the-exchange trading services (e.g. order-matching, after-hours trading 
services), etc. 
On-line trading is already well-established in the US market. For instance, on-
line trading accounted for more than one-third of all retail trades and about 18% of 
US investors traded on-line in 1999. The number of on-line accounts also increased 
rapidly from 3.7 million in 1997 to 9.7 million in 1999. By early 2000’ assets in these 
accounts added up to US$608 billion. 
In Korea, all of the large local brokers had launched on-line services by early 
1998 and commission rates were as low as 0.029% in late April 2000. The market 
share of on-line equity trading has seen explosive growth, rising from five trillion 
Won in 1998 to 111 trillion Won in the first seven months of 1999 for the top five 
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domestic brokers. Recent figures show that on-line trading represented approximately 
60% of the total trading volume in Korea in mid 2000. 
Opening Up in Hong Kong 
Hong Kong's financial services sector has made considerable progress in 
developing an on-line trading environment in the last year. Given the high 
penetration rates for electronic delivery channels (e.g. over 50% of households have 
PCs, 80% of households have access to broadband and 55% of the population use 
mobile phones) and strong market interest, on-line trading is expected to have 
tremendous potential in Hong Kong. Seeing this, more and more Internet startups, 
brokerages and banks have recently established on-line dealing operations in Hong 
Kong. 
Reflecting the global trend, the use of on-line trading facilities and provision . 
of on-line services have grown rapidly in Hong Kong. The SFC's On-line trading 
Survey released in July 2000 indicates that the number of on-line brokers, diem 
accounts and on-line trading transaction volumes increased two to three fold in the 
seven months from September 1999. Despite the rapid growth, on-line trading is still 
in its infancy: turnover constituted only 1.3% of the total market volume for Hong 
Kong securities in April 2000, and on-line brokers represented less than 4 % of the 
total number of registered dealers. Most on-line brokers are now suing the Internet 
and telephones (touch-tone and mobile) to communicate with their clients, and many 
of them are planning to use W A P phones or PDAs to facilitate communications. The 
SFC is monitoring closely the innovations in this area and will accommodate the 
development with appropriate regulation. 
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Today's Online Investor 
W h o is on-line today's investment field from the buy side? Both institutional 
and retail customers who have discovered, or more often then been sold on, the varied 
benefits of the Internet and on-line trading. The retail vantage point centers on low-
cost trading and information access. The institutional side centers on the Internet as a 
low-cost medium to access services they previously had through proprietary networks 
or via traditional mediums. 
A Variety of Services and Products 
On-line brokers may target different client groups and markets, and offer a 
variety of electronic means for order placement and communication with their clients. 
Apart from trading local and overseas securities, investors may have on-line access to 
different products including derivatives and investment funds, and use services 
including margin financing, stock borrowing and lending, investment advice, market 
information and research, analytical tools and banking. Services provided by on-line 
brokers may vary significantly. 
On-line Stock Trading vs. Conventional Stock Trading 
With the reference to the Tai Fook On-Line Services' survey, 90 percent of the 
investors were interested in trading stocks through the Internet. But only 6 percent of 
the respondents are now trading stocks online. 
The Securities and Futures Commission (SFC) conducted another independent 
in September and October 1999. The survey mentioned that only 1 percent of the 
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investors has traded through the Internet but 8 percent of the investors would 
"definitely or very likely" to trade through the Internet in year 2000. 
Although the figures provided by Tai Fook On-Line Services and SFC seem to 
be inconsistent, which may due to different sampling methods or different time 
periods when the surveys were conducted, both surveys foresee a strong and rapid 
growth trend. Therefore the trend of switching from conventional stock trading to on-
line stock trading is fast growing and with enormous potential. 
Stock investors have been trading stock using the conventional way of making 
phone calls or physically visiting brokers' companies for years. The emerging 
Internet has provided stock investors a new channel to invest. By making a choice 
between on-line stock trading and traditional stock trading, investors have to know or 
consider the different between these two methods and the main issues are as follows: 
Factual Differences 
Cost 
With reference to the online stock trading industry in the United States, the 
cost of executing a transaction is less than twenty percent of that of the traditional 
method. It is easy to understand that the traditional method involves substantial 
human resources in handling day-to-day tedious transactions. On the contrary, on-
line stock trading passes the tedious job to be taken care by the computers. Although 
the initial investment in the computer system is considerable, the investment will be 
paid off in the long run. The lower running cost can eventually be passed to the 
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customers when the government cancels the law regarding minimum brokerage 
commission. 
Speed 
The time involved in executing a transaction through the Internet would 
usually take between ten to sixty seconds. The process only requires investors to 
place their orders on their own personal computers when the AMS/3 system is ready. 
When using the traditional method of queuing up in the brokerage firms, the time 
would be considerably longer. The process involves investors queuing up to be 
served, placing their orders; brokers then enter the orders into their terminals. 
Security 
Online stock trading requires users to input personal information through the 
Internet such as credit card details which may lead to the leakage of private 
information during the trading process and the unauthorized and illegitimate use of 
customer information. Internet hackers remain a major concern for people making 
transactions on the Internet. Encoding and decoding inethod have been used to 
improve the security of Internet transaction. However whether this method can 
ultimately stop the hackers is still a question. 
Convenience 
On-line stock trading allows investors to trade wherever they can get 
connected to the Internet and whenever they want. Investors can place their orders 
without even leaving home or office. Also, if Hong Kong investors want to place 
orders to buy American stocks, the time and place flexibility really are major 
advantages of on-line stock trading. Some people may argue that placing order by 
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phone could also enjoy these two advantages, however the costs of long distance calls 
can be saved with the use of on-line stock trading companies. 
Demographic Differences 
Another study by gmonahan@sia.com in 1999, they showed that the major 
block of today's on-line investors were not new to the investing scene but previous or 
current customers of traditional brokerage firms. Therefore, the demographics of 
online investors did not differ dramatically from other retail investors. The household 
incomes of on-line investors vs. all retail investors were markedly similar - 71% and 
74% respectively, have household incomes under $100,000. 
There was not much difference in the ages of all retail brokerage customers vs. 
the online investor. There was a bias towards younger investors being more active 
on-line, no different than every other activity relating to PC and interner use. The . 
only age group where there was a 10 percentage point different was the under 29 age 
group - 8% of all retail investors vs. 20% of on-line investors — but this was also the 
least affluent age group, those with smallest net worth, account balances, assets under 
management. 
However, the demographics according to gender were slightly more disparate. 
Both the demographics of investing and computer use dovetail to show a male 
dominated activity. Combining the fact that the majority of retail investors are male 
with the majority of PC and Internet users also being male, results in three quarter of 
on-line investors being male. 
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Impact of Information Technology on Financial Market 
The convergence of telecommunications and computing capacity has 
revolutionized financial markets, improving the range of products, accelerating the 
speed of transactions, and expanding the volume of business and widening the 
geographical and time span to a 24-hour global market. The rise of Internet and smart 
cards has brought electronic commerce to the retail level, reducing the intermediary 
function of traditional financial services, and giving rise to electronic money and 
cybercash. This, the whole mature of financial intermediation is beginning to change. 
Technology has also allowed financial markets to transcend both time and 
space, but have not totally solved the question of risks. By linking local markets 
through networks, technology has created the global market. Technology has 
flattened the hierarchy of business by cutting out inefficient layers of middlemen, so 
that the producer can reach directly to the consumer. Technology therefore has ‘ 
empowered the individual consumer and producer, by increasing his access to 
information, his capacity to process that information and to reach out directly to other 
consumers and producers almost with restraint. 
With the continued rapid advancement in technology in the recent years, the 
financial markets are posed to make quantum leaps in delivering new and higher 
value services. In this section, we will discuss the impacts of information technology 
on financial markets in “Costs”， “Virtualizatioii’’， "Decentralization", 
"Disintermediation", “Innovation，，, “Instantaneity” and ‘‘Globalization’,. 
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Cost 
The most vivid illustration of the impact of technology on financial markets is 
cost. According to American Banking Association, the cost of an A T M transaction is 
US$0.27 versus US$1.07 per transaction provided by a banking branch. Costs have 
come dramatically down as innovation has brought down dramatically computing and 
communication costs. Today, Internet cross-border telephone calls are considerably 
cheaper than calls through licensed telephone companies, offering increasing 
competition in the telecommunications business. Such dramatic reduction in costs 
make products such as teleconferencing more and more affordable at the retail level, 
linking more and more smart appliance through the Internet. 
Virtualization 
As information shifts from paper form to machine-readable format, and then 
from analogue to digital, physical information became virtualized. in the sense that 
action can take place even when the actor is physically in another time zone or 
geographical location. The \irtiialization of information, work processes and 
procedures has transformed traditional work behavior and relationships, as well as the 
structure of organization. 
In the financial industry, virtualization has transformed the concept of branch 
banking. Banks who operate on the Internet need not maintain many branches that 
are physically located in the neighborhood of customers. The First Security Bank, 
operating solely on the Internet, was the first to be granted a bank license to start 
business in the US. Stockbrokers are now moving on to the Internet to provide direct 
stock quotes and which trades can be executed directly on the Internet. 
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Decentralization 
The development of personal computer, laptops, smart cards and mobile 
phones has allowed small enterprises to reach the global market cheaply and quickly, 
giving new competition to the large multinationals. The large corporations also 
decentralize and decompose into smaller work units. The flattened organizational 
structures and the integration of back-office functions to front-line services providers 
allowed the organization work closer to the needs of the customers. 
In the financial industry, the Internet allows smaller financial institutions to 
compete with larger institutions by reaching out directly to the consumer, which is 
becoming more and more computer-literate. These smaller banks and stock 
brokerages may provide specialized products and services that are directly tailored to 
the needs of their customers. 
Disintermediation 
Since consumers and producers can interact based on the knowledge obtained 
on the Internet, the middleman functions are becoming redundant. The intermediation 
function will have to be re-designed to create and add value to the products or 
services offered to customers. 
In the financial industry, discount brokers have existed for several years. 
Innovation allows new intermediaries to occur, by either under-cutting fees charged 
by traditional intermediaries, or by-passing the intermediaries altogether. Banks do 
not need many branches, because most customer transactions can be done on the 
A T M s or through phone-banking or even Internet. 
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Innovation 
The rapid transmission and availability of new information through the W e b 
drives new products and services. Innovation is the key driver to reform, because 
products and services are continuously being made obsolete by new competition. 
In the financial industry, because of the quicker access to more and better 
information, technology brings about better evaluation tools and techniques for data 
screening, decision support, pricing, risk management and portfolio structuring. This 




Instant data retrieval under virtual production enables key decisions and action 
to be taken with no time lags. Enquiry, analysis, decision, execution and reporting are 
all done in real time. A responsive firm will have to respond to consumer queries 
quickly and directly. Otherwise, other competing firm will be able to offer a better 
and faster service. 
In the financial industry, financial innovation in the trading room and payment 
services meant that the global foreign exchange market has become the largest market 
in the world. Real-time settlement for large payments were made possible by the 
computerization of high value inter bank payment systems. The volume of securities 
trading has also escalated with computerized stock clearing and settlement systems. 
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Program trading has been in practice for more than a decade, with stock trades being 
executed by the computer based on instant market data feed. 
Globalization 
Global telecommunications mean geographical boundaries are now 
meaningless to international network connection because those virtual corporations 
can operates and located where it is in the best suited economically and managerially. 
The virtual corporations reach out to global consumers through the Net. 
The financial industry is already developing along these lines. Mergers have 
already occurred in the major financial centers, as universal banks have brought in 
niche players to ensure that they obtain strategic technology and market access. 
Trading is done on a 24-hour basis, with key offices in key financial centers 
monitoring the major markets. 
Ill this paper, we try to examine whether the factors, "the perceived benefit" 
(cost, time and convenience) and “the per-requisites” (the computer literacy) are the 
critical factors when the investors choice the way to invest. 
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C H A P T E R II 
LITERATURE R E V I E W 
The review begins with the relevant past studies concerning Internet trading in 
the first section. In the second section, we present the Theory of Reasoned Action 
(Ajzen 1985) as our conceptual framework, followed by the conceptual model in the 
third section. Finally, we discuss the causal relations among constructs in the model 
and the hypotheses of these relations. 
Review of Past studies in Internet Trading • 
Literature review reveals several factors affecting the investor choice process 
in choosing Internet trading firms. Konana, Menon and Balasubramaniaii (2000) 
categorized the factors into four sets of characteristics: Investors characteristics (such 
as investors' demographics, risk attitudes, trading patterns, and past experience), 
external characteristics (such as economy and regulations), Internet trading firms 
characteristics (such as commissions, ease of use. value-added services and content 
quality) and transaction (such as timeliness, security, transparency of execution and 
complexity). 
16 
Since Internet Trading is out of the technology, we have reviewed some 
literatures about the consumer characteristics in adopting technology as well. Elena 
Karahanna Straub, and Chervany (1999) examined the process of information 
technology adoption and use by using the Theory of Reasoned Action (Ajzen, 1975) 
as the framework. From the model, the individual's intention to adopt the technology 
is determined by two basic factors: one reflects personal interests (such as ease of use), 
perceived usefulness, and compatibility) and one reflects social influence (subjective 
norms from peers and friends). From the previous literature reviews, they provide us 
some insights on evaluating the behaviors of Hong Kong stock investors toward 
Internet trading. 
Conceptual Framework: Theory of Reasoned Action 
The guiding premise of our study is the behavior of the Internet Trading by the 
Hong Kong stock investors is rational, systematic, and thoughtful rather than ‘ 
impulsive or primarily under the control of unconscious motives. As such, the Ajzen 
(1975) Theory of Reasoned Action gives us a useful framework for conceptualizmo 
such behavior. 
The Theory of Reasoned Action (Ajzen 1975) is used to predict and explain 
the human behavior in specific contexts. According to the theory, the likeliness of the 
human behavior is strongly affected by their intention to behave. The stronger the 
intention to engage in the behavior, the more likely should be the performance. 
Intention is determined by two basic factors: attitudes toward the behavior and 
subjective norms. Attitudes toward the behavior are “enduring, learned 
predispositions toward responses directed at some object, person, or group". In the 
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Theory of Reasoned Action, attitude toward the behavior refers to the degree to which 
a subject (person) has a favorable or unfavorable evaluation or appraisal of the 
specific behavior. The more favorable the attitude toward the behavior, the more 
likely the individual is to perform. In the subjective norms, they are defined as 
"social pressure on an individual to perform or not to perform some behavior". The 
closer the affinity of individuals' goals with their reference groups (such as family 
and friends) at any level, the more likely the individual is to perform according to the 
"reference group expectation". 
Behavior Beliefs and Attitudes toward the Behavior 
Most contemporary social psychologists take a cognitive or information 
processing approach to attitude formation. This approach is exemplified by the 
Fishbein and Ajzen's (1975) expectancy-value model of attitudes. According to this 
model, attitude toward the specific behavior is generated by the individual s salient 
beliefs about the consequences of the behavior and evaluation of these consequences. 
In a typical study, a standard, global measure of attitude is obtained, usually b\ means 
of an evaluative semantic differential scale, and this standard measure ！s then 
correlated with an estimate of the same attitude based on salient beliefs and the 
subjective evaluations of the beliefs. Results of past studies have generally supported 
the hypothesized relations between salient beliefs and attitudes, although the 
magnitude of this relation has sometimes been disappointing. 
Normative Beliefs and Subjective Norms 
Normative beliefs are concerned with the likelihood that important referent 
individuals or groups approve or disapprove of performing a given behavior (Ajzen 
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1985, 1991). As in the case of attitude, a global measure of subjective norm is 
correlated with an estimated of the same subjective norm based on normative beliefs 
and motivation to comply with the referent in question. The empirical findings of the 
relation between normative beliefs and subjective norms are generally similar to the 
findings with respect to attitudes (see, e.g. Azjen and Madden 1986; Fishbein and 
Azjen 1981). 
Conceptual Model 
In applying for the Internet trading in Hong Kong, the conceptual framework 
previously mentioned suggests that the behavior of Internet trading by local stock 
investors, is directly influenced by the intention toward Internet trading. Intention 
toward Internet trading is determined by the attitude toward Internet trading and the 
subjective norms. Attitude toward Internet trading and the subjective norms, on the 
other hand, are postulated as the outcomes of the cognitive and normative structures 
respectively. Based on the framework, we propose a conceptual iriodel concerning 
the behavior of the Internet trading and the subjective norms. Attitudes toward 
Internet trading is positively affected by the perceived benefits and negatively 
affected by the perceived risks. On the other hand, the subjective norms are posit ively 
affected by the perceived approval and support of the family members and friends. 
The Acceptance of Information Technology 
The acceptance of information technology by user has become an important 
part of management information system research literature. The Technology 
Acceptance Model (TAM), derived from the theory of Reasoned Action (TRA), is 
1 de i V accepted in MIS literature. It also posits that two external 
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variables, namely perceived usefulness (PU) and perceived ease of use (PEOU) are 
the primary constructs determining attitude towards an Information Technology, 
intention to use and actual usage. Thus T A M is not specific to any IT system or 
product, and has been used extensively in other researches. The two constructs are 
generally confirmed to be important factors in affecting system usage. 
General Internet usage was investigated using the T A M . The findings of the 
study demonstrated that while P U had consistently strong effects on all Internet usage 
dimensions (frequency of Internet usage, daily Internet usage and diversity of Internet 
usage), P E O U and perceived enjoyment affect each specific usage dimension 
differently. The results also showed that P E O U could influence Internet usage 
dimensions through their effects on PU and perceived enjoyment. 
Diashaw and Strong extend the technology acceptance model with task 
technology fit (TTF) constructs. The concept of fit is common in organizational 
theories and also appears frequently in MIS literature, it refers lo the extent of 
matching or congruence between a technology and a task. That is. the extent to which 
particular task can be performed effectively and efficiently with a particular 
technology. Dishaw and Strong believe that the two models, the T A M and TTF, 
provide much needed theoretical basis for exploring the factors that explain software 
utilization and its link with user performance. These models offer different 
overlapping perspectives on utilization behavior. T A M focuses on attitudes towards 
using a particular IT which users develop based on PU and P E O U of the IT. TTF 
focuses on the match between user task needs and the available functionality of the IT. 
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Finally, Dishaw and Strong proposed an integrated model, which was an extension of 
T A M to include TTF constructs. 
The Causal Relations Among Constructs 
It is not surprising that the result from the above research model have the 
similar result with TRA. Therefore, we have only based on the findings of the first 
research model, TRA, and identified two constructs to determine the attitudes toward 
Internet trading. They are the perceived benefits of using Internet trading and the 
perceived risks of using Internet trading. 
Overall, it is hypothesized that traditional investors and on-line investors 
should value these attributes differently, so that they have different impact in 
choosing securities brokerages. In order to testify the reality of this general 
hypothesis, several hypotheses would be developed. For example, we would test 
whether: 
H|: "On-line investors perceive greater benefits generated by on-line trading than 
traditional investors." — As a result, it is logical for on-line investors to choose this 
emerging brokerage model whereas investors，who do not value these “benefits”’ 
would prefer kept trading securities through the traditional brokerages. 
H2: "On-line investors perceive fewer drawbacks associated in on-line trading than 
traditional investors." - Before carrying out the survey, we cannot have solid grounds 
to claim that investors choose on-line trading because they perceive fewer drawbacks, 
such as cost, security risk, privacy problem etc., resulted from this media. In one 
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possible scenario, on-line investors may value the "benefits" much more than the 
"drawbacks" in some extents that even they perceive greater drawbacks associated in 
on-line trading, they may still prefer this new investing media. As a result, it is 
worthwhile to testify in general, whether investors choose on-line trading simply 
because they perceived fewer drawbacks than traditional investors. 
H3： "On-line investors perceive fewer prerequisites to use on-line trading than 
traditional investors." — In many circumstances, traditional investors perceive greater 
abilities, such as computer literacy, confidence in making decision, financial 
experience and knowledge etc., are essential in on-line investing. However, once they 
start on-line trading, some investors may realize such abilities do not play as an 
important role as they imagine. On the other hand, some investors may experience 
the necessities of such prerequisites. In this respect, we would like to testify whether 
on-line investors perceive fewer prerequisites than traditional investors. 
H4: "On-line investors perceive greater influence from externalities tlian traditional 
investors." - It is interesting to observe that this hypothesis is -^ consistent'' with the 
previous one: Perceiving fewer “prerequisites” (e.g.. having little computer literacy, 
owning insufficient financial knowledge or cannot make self-decision) than 
traditional investors, on-line investors may have more reliance on externalities, such 
as the adoption by peers / family members, trendiness of this new media etc. 
Therefore, we would also like to examine whether externalities will have greater 
impact on on-line investors than traditional investors. 
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C H A P T E R III 
M E T H O D O L O G Y 
Overview 
This chapter is to present the research methodology adopted in our study. In 
the first section, we would illustrate the research design. Then, we proceeded to 
outline the sample and sampling procedures. Finally, we finished this chapter with 
the operationalization of perceived constructs, intended constructs and overall 
comments in the following sections. 
The Research Design 
The objective of our study is to empirically test the perceptional difference 
towards on-line trading between Hong Kong traditional stock investors and on-line 
investors. The objective implies two implications. First, traditional and on-line 
investors probably have different perception towards on-line trading, which would in 
turn affect their current investment choice. As such, a structural survey (the 
questionnaire is attached as Appendix 1) is developed to understand their perceptions 
and intentions towards on-line trading. Second, to interpret the trends of this new 
investment media, we also need information regarding investors' consumption in 
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future on-line services. W e therefore utilize the same structural survey to gather the 
predictive information as well. 
Since our study results must be generalized and applicable to the average Hong Kong 
investment environment, a sample survey would be randomly distributed to collect 
various psychological constructs from a representative and heterogeneous pool of the 
Hong Kong stock investors. 
Sample And Sampling Procedures 
The Sample 
A total of 250 respondents (136 traditional stock investors and 114 on-line 
investors) participated in the sample survey. Altogether 243 completed and usable 
questionnaires (129 from traditional stock investors and 114 from on-line investors) 
are obtained and the data have been examined in this paper. 「he profile of 
demographic factors, such as sex. age. monthly personal income, average amount of 
transaction, and Internet trading experience, are listed in Appendix 2. 
The Sampling Procedures 
Convenient sampling was used in this study. W e sent totally 300 
questionnaires to appropriate investors in person, either by ourselves or through 
relatives and friends. W e aim to receive more than a hundred sample sizes for each 
investor groups (traditional and on-line). It is found that over a hundred traditional 
respondents were achieved easier than those from on-line investors, because right now 
the number of on-line investors is still limited in Hong Kong. Upon gathering over 
100 traditional respondents, we then concentrated our resources to target only on-line 
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investors. To approach more on-line investors, we liaised with a senior manager, 
H A N T E C Securities Co., who then helped to distribute the questionnaire to his 
company's clients. Finally, over a hundred sample sizes for each investor groups 
were achieved. While distributing the survey in persons, the distribution media 
through Internet was eliminated to secure respondent's quality. That means we must 
at least know the target respondents at least not too remote. 
Based on our defined judgment criteria, the target individuals must be those 
who have stock trading experience in Hong Kong. Since we were trying to find a 
heterogeneous sample that could be representing the general Hong Kong stock 
investors, we have approached different segments with different demographic 
characteristics like sex, age, monthly personal income, average amount of transaction, 
and Internet trading experience. As such, it is fair to conclude that the respondents 
participated in this study can be considered as a representative sample of the 
aggregate Hong Kong stock investors. 
Qperationalization of Perceived Constructs 
Generally, the attitude and perception towards on-line trading are positively 
affected by the perceived benefits gained and/or the perceived impact from 
externalities, whilst adversely affected by the perceived drawbacks and prerequisites 
associated in this new investment media. In order to testify the hypothesis, there are 
four main constructs adopted in the sample survey. They are perceived benefits, 
perceived drawbacks, perceived prerequisites, and perceived influence from 
externalities, like peers, friends and families, towards on-line trading. All these 
constructs were identified b> members of an in-dept interview, prior to formulating 
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the survey, as an important determinant of stock investors' decision to choose or 
abandon on-line trading. These four constructs are measured on a 7-point Likert scale 
anchored from “strongly disagree" to “strongly agree". The operationalization of 
these perceived constructs is discussed below. 
Perceived Benefits 
Hi： "On-line investors perceive greater benefits generated by on-line trading than 
traditional investors." 
It is hypothesized that on-line investors perceived greater benefits from this 
new investment media. Perceived benefits were defined as local stock investors" 
beliefs regarding the benefits that they will gain if they used on-line trading services. 
More convenience, less time-consumed, and simplicity of procedures are those 
perceived benefits that will be examined in this survey. An example question is "On-
iine trading is more convenient than traditional methods because 1 can place orders 
whenever I want" 
Perceived Drawbacks 
H2： ''On-line investors perceive fewer drawbacks associated in on-line trading than 
traditional investors." 
It is hypothesized that on-line investors perceived fewer drawbacks from this 
new investment media. Perceived drawbacks are defined as local stock investors' 
beliefs regarding the risks or costs that they will suffer if they used the on-line trading 
services. Such drawbacks can be usually eliminated if they invested throimh 
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traditional brokerage tool. Security, privacy, hacker problems and initial deposits are 
those perceived drawbacks that would be examined in this survey. An example 
question is "On-line trading is more risky to me because I am worrying about the 
security problem." 
Perceived Prerequisites 
H3: “On-line investors perceive fewer prerequisites to use on-line trading than 
traditional investors." 
It is hypothesized that on-line investors perceived fewer prerequisites prior 
using this new investment media. Perceived prerequisites are defined as local stock 
investors' beliefs regarding the specific skills, knowledge or capabilities that they 
need in trading stocks through this emergent media. Computer literacy, financial 
knowledge, investment experience and confidence in making decisions are those 
perceived prerequisites that would be examined in this survey. An example question 
IS “On-line trading requires lots of computer literacy." 
Perceived Influence from Externalities 
H4: "On-line investors perceive greater influence from externalities, who adopted on-
line investment, than traditional investors.” 
It is hypothesized that consumption in on-line services by externalities will 
have greater impacts on on-line investors. Perceived influence from externalities is 
defined as local stock investors, beliefs regarding whether or not his/ her decisions to 
use on-line trading is influenced by people (i.e.. relatives, friends and colleagues) or 
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subjects (i.e., the market trend and investment environment). Peers influence and 
trendiness are those perceived influence from externalities that would be examined in 
this survey. An example question is "On-line trading is more preferable to me as it is 
a trendy investment media." 
Operationalization of Intended Constructs 
It is hypothesized that the intention towards on-line trading would be affected 
by the values that stock investors placed on different perceived constructs. Through 
the sample survey, we aim to find out which perceived constructs are most critical for 
stock investors to determine their on-line investment adoption. This intended 
construct are measured on a 7-point Likert scale anchored from "strongly disagree" to 
"strongly agree". The operationalization of the intended construct is discussed below. 
Intention to Increase Usage 
Intention to increase usage is defined in this study as local stock investor's 
tentative decision, base on certain types of criteria, to increase their on-line trading 
usage. Benefits gained, drawbacks reduced knowledge enriched, and influence from 
peers are all examined as criteria under which stock investors' will intent to increase 
on-line trading usage. An example question is “On-line trading gives me more 
benefits will increase my usage of on-line trading." 
Operationalization of Overall Comments 
After examining stock investors’ perceptions and intentions towards on-line 
trading, we would also like to investigate their overall comments on this new 
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investment media. By understanding their general opinions in on-line trading, we can 
then predict the popularity of this emerging tool in the years ahead. In the sample 
survey, the overall comments are examined in two parts. 
The first part is regarding stock investors' conclusion on on-line trading. This 
is measured on a 7-point Likert scale anchored from "strongly disagree" to "strongly 
agree”. An example question is "Overall, m y personal comments towards on-line 
trading is favorable." 
The second part is regarding stock investors' prediction on their future 
investment consumption, split between the on-line services and traditional brokerage 
media. An example question is “In the coming future (say two years from now), 1 
will probably dispose my brokerage consumption as % through on-line tradirm 
and % through traditional brokers." 
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C H A P T E R IV 
R E S E A R C H M O D E L 
Overview 
This chapter is divided into three parts. In the first section, we examine the 
hypothesis test of a difference between sample means by introducing both the 
statistical t-test and F-test analyses. Next, we outline the analysis procedures. In the 
third session, we discuss the findings gathered from the 243 completed questionnaires. 
The Statistical Modeling 
When we have two samples, observations X,, have two subscriptions; the first 
denotes the particular element within the sample, and the second designates the 
sample. For example’ X42 is the fourth value in the second sample. Let Xn. X,)  
Xiin represents observed values in a sample of size nj taken from a normal population 
with mean |lii and standard variance a,, and let X12, X22, ...’ Xn22 be the observations 
in a sample of size n： taken from a second normal population with mean jlu and 
standard deviation cj〗. Such a two-sample situation is characterized by two basic 
assumptions: 
1. The samples are independent random samples. 
2. The populations are normally distributed. 
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W e ensure the independence and randomness of samples by using a careful 
sampling design, e.g., by convenient sampling. In addition, since the sample sizes are 
quite large (over hundred for each sample), we assume that the populations are under 
normal distributions. 
In the following sections, the mean and standard deviations are denoted by: 
Population Sample 
Traditional On-line Traditional On-line— 
Mean ^ ^ ^ 
Standard Deviation S] S2 cji ^  
where group 1 represented the traditional sample investors 
and group 2 represented the on-line sample investors 
i-Test 
To answer whether there exist any reasonable ground to believe that the mean 
of sample 1 is greater than that of the sample 2, we consider the null hypothesis as 
follows: 
Ho:…< jLl2 
Ha： |Ll| > 1^2 
To test this null hypothesis, we relie on the results from these two samples 
(traditional and on-line investors). The difference between the two population means 
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-^2 is used to test the null hypothesis H。： fii < jii〗. The hypothesis can be 
supported if -x, <0. Otherwise, the hypothesis should be rejected. 
Since the alternative hypothesis is one-sided (that was, Ha： jUi > ju�)，one-tailed 
critical region (that was, t > ta. ni+n2-2) should be used. 
However, in order to test the difference between two sample means, we have 
to differentiate between two cases: (1) the case when the populations has a common 
standard deviation, i.e., ai = a2 = a, and (2) the case when the populations has 
different standard deviations, i.e., ai * cr〗. 
Case 1 - Same Standard Deviation (that was, c?丄=cr) ^ q) 
I 








Ha： > jLl2 
Rejection rule; If t > t^ . nHn2.2, then reject Ho； 
where t = ^ ^ (equation 4.1) 
.V| -A'2 
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Similarly, to test whether it is statistically significant to conclude that the 
mean of sample 1 is smaller than that of the sample 2 when the two population 
standard deviation are equal, we can consider the null hypothesis as follows: 
Hypotheses on Difference Between Two Means and Rejection Rule for One-Sided 
Test 
Where Ha : jlL] < jU2 and 07 = cji a 
Ho： > |Ll2 
Ha： |Lll<|Ll2 
Rejection rule: If t < —ni+n2-2, then reject H(); 
/ 





Case 2 - Different Standard Deviation〔that was, al ^ g2) 
Hypotheses on Difference Between Two Means and Rejection Rule for One-Sided Test 
Where Ha : juj > JLI2 and 07 05 
Ho： |Lll < \12 
Ha: jLli > jLl2 
Rejection rule: If t > t^，then reject H。； 
1 U, -
where t 二 ^ ^ ] 
s 
A-1 -A", 
� 2 r 




and the value for the degrees of freedom v is computed by the formula | 
/ 2 2 '�2 
V ~ ~ I 
！ 
/? I /? . ！丨 
= T—: ^ 厂 : ^ - round down to the nearest inteQ;er i 
(‘V /7J ( v ‘ i 
1 1 i /7| -1 - 1 
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Similarly, to test whether it is statistically significant to conclude that the sample 
mean of group 1 is smaller than that of the group 2 when the two population standard 
deviation are not equal, we can consider the null hypothesis as follows: 
Hypotheses on Difference Between Two Means and Rejection Rule for One-Sided 
Test 
Where Ha ： /// < jLb and a； # cr) 
Ho：… > 内 
Ha： |Lli< |Ll2 
Rejection rule: If t < -ta. then reject H。； 
1 Ui -工，) 
where / = ^  -」 �’ i 
.\「.“ i 
i 2 2 
v =丨i + 
I 
and the value for the degrees of freedom v is computed by die formula: 
i 
/ 2 2 
‘、丨 + -V, 
一 [ " 2 j 
V = y — ^ , round down to the nearest integer 
"1—1 n, -1 
In equation 4.1, we assume that the two populations has the same standard 
deviation, al = a2 = a; whereas in equation 4.2’ we assume that the populations has 
different standard deviations, cj!本 cj). Different circumstance involved different t-test 
formula. Thus, it is essential to test whether the two populations have the same 
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Standard deviation — or, equivalently, whether the two populations have the same 
variance. The F probability distribution can be used to demonstrate whether the 
standard deviations of two populations are equal. 
F-Test 
When we take a sample from each of these populations, the best estimates we 
obtained for the population variances are si^  and S2I If these two values differ from 
one another a great deal, these two population variances are probably not equal. In 
this respect, we can compare the population variances by computing their ratio 
If this ratio is very large or very small, then the hypothesis that the two populations 
have the same variance was probably false. 
To perform a test of the hypothesis H。： af" 二 cj?〕，we can proceed as follows: 
Hypotheses on Equality of Variances and Rejection Rule for Two-Sided Tcs/ 1 
I • • • ‘- i 
t I 
lt i 
H ) : C J 丨 - 二 C J 2 - j 
Ha： CJi] # 
Rejection rule: If F > F(,/2.vi.v2’ then reject Ho； 
2 
= \ (equation 4.3) 
I.S) 
vl is the number of degrees of freedom in traditional investors, sample 
variance; 
v2 is the number of degrees of freedom in on-line investors' sample variance; 
and the larger sample variance is placed in the numerator of the ratio. 
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Analysis on Perceived Constructs 
In order to have more accurate and presentable conclusions, more than one 
question is designed to evaluate the average investor perceptions for each construct. 
Details are listed as below: 
Perceived Benefits 
Major benefits gained from using on-line trading were established from 
Question 1 to 5 in the questionnaire: 
Question 1 involved lower commission rate 
Question 2 involved faster operations 
Question 3 involved more convenience 
Question 4 involved value-added services 
Question 5 involved simplicity 
For both sample groups (traditional investors and on-line in\cstors}- we 
generalize their respondent scales from Question 1 to 5 to obtain the overall means of 
sample perceived benefits respectively. 
For example, for traditional investors: 
Average scores for Question 1 =5.15 
Average scores for Question 2 二 4.56 
Average scores for Question 3 = 4.59 
Average scores for Question 4 二 4.50 
Average scores for Question 5 = 4.08 
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Perceived benefit means = (5.15+4.56+4.59+4.50+4.08) / 5 
=4.57 for traditional investor sample 
Perceived Drawbacks 
Major drawbacks, i.e., risks or costs, suffer from using on-line trading are 
established from Question 6 to 10 in the questionnaire: 
Question 6 involves technological problems 
Question 7 involves unreliable financial information 
Question 8 involves security problems 
Question 9 involves privacy problems 
Question 10 involves account deposits 
For both sample groups (traditional investors and on-line investors), we 
generalize their respondent scales from Question 6 to 10 to obtain the overall means 
of sample perceived drawbacks respectively. 
Perceived Prerequisites 
Major prerequisites, i.e., skills, knowledge or capabilities, required in using 
on-line trading are established from Question 11 to 14 in the questionnaire: 
Question 11 involves computer literacy 
Question 12 involves financial knowledge 
Question 13 involves investment experience 
Question 14 involves confidence in making decision 
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For both sample groups (traditional investors and on-line investors), we 
generalize their respondent scales from Question 11 to 14 to obtain the overall means 
of sample perceived prerequisites respectively. 
Perceived Influence from Externalities 
Major externalities, e.g., peers, family members and trendiness that will affect 
one's decision on on-line trading consumption were established from Question 15 to 
17 in the questionnaire: 
Question 15 involves peers' influence 
Question 16 involves trendiness 
Question 17 involves market dominance 
For both sample groups (traditional investors and on-line investors), we • 
generalize their respondent scales from Question 15 to 17 to obtain the overaU: means 
of sample perceived influence from externalities respectively. 
Analysis on Intended Constructs 
Among the four perceived constructs - benefits, drawbacks, prerequisites and 
externalities, influence, we would like to know which one(s) is / are most significant 
to affect both sample groups' decision to choose on-line trading. The higher the value 
that a sample group scaled for a construct, the more importance that the group 
perceived the construct will affect their on-line trading consumption. For each sample 
group, basic statistics will be run to study the mean of each construct. 
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C H A P T E R V 
Findings 
Analysis on Overall Comments 
To predict the trend of on-line trading base on our questionnaire data, we 
would like to know how many respondents, no matter traditional or on-line investors, 
will increase their on-line consumption in the coming future. Thus, the number of 
respondents that will increase their on-line usage will be counted. 
Findings on Demporaphics 
Among the 243 respondents. 63 per cent of them were male (Appendix 2 - tie 
1). The majority was between 20 to 30 years old (Appendix 2 - fig. 2). Thev were 
well educated and most of them had attained at least university level qualification 
(Appendix 2 - fig. 3). As the majority were working, it was not surprising that almost 
half of the sample earned more than HK$20,000 per month and more than half of 
them worked 40 — 50 hours per week (Appendix 2 - fig. 4). However, almost 370 per 
cent of the respondents did not possess any E-shopping, catalog or T V shopping 
experience. Most of the respondents surfed Internet for less than 10 hours per week 
(Appendix 2 - fig. 5). Regarding securities trading, about half of the respondents had 
2 or more years investment experience (Appendix 2 - fig. 6) and the average 
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transaction amount was HK$35,000. More than half of the total sample (129 
respondents) had not started on-line investing activities yet but around 114 
respondents were current users of on-line trading services. 
These current on-line investors arranged quite a significant percentage 
(66.24%) of their total stock transactions through on-line trading, the remaining 
would be through traditional brokerage. Moreover, around one-third of on-line 
investors traded securities through banks (Appendix 2 - table 1), with services 
consumption from Hang Seng Securities and Hong Kong Bank Securities Group 
dominant. Regarding the securities institution sector, which was fragmented and with 
intense competition, the adoption rate of their on-line trading services were evenly 
distributed among several big securities firms. 
Findinos on Perceived Constructs 
Let Sample 1 be the group of traditional stock respondents wlio do not use on-
hne trading services currently: and Sample 2 be the group of on-line stock 
respondents who are using on-line trading services currently. 
Perceived Benefits 
Hi: “On-line investors perceive greater benefits generated by on-line trading than 
traditional investors." (refer to Appendix 3 — table 2) 
In order to test the difference in perceived benefits between the two sample 
groups (traditional and on-line investors), we develop the null hypothesis Hoi and the 
alternative hypothesis Hai s follows: 
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Hoi: [Xji > |ioi 
Hal: M-TI < Moi 
where | l it i = sample mean of perceived benefits for traditional investors 
and jLioi = sample mean of perceived benefits for on-line investors 
In F-test, the statistical F-value was 1.16 (> F cnticai = 1.14) and the P-value is 
0.033, thus the sample variances for these two groups are not statistically equal, i.e., 
2 2 
Gt 本 cJcT. 
W e then proceed to launch the t-test with unequal sample standard deviation. 
Since the statistical t-value is -6.20 (< —t critical = -1.65) and the P-value is 3.99E-10 (< 
a = 0.05), the null hypothesis should be rejected, and the alternative hypothesis is 
supported. Therefore, it is statistically significant to conclude that the perceived 
benefits towards on-line trading by on-line investors are greater than that of traditional 
investors. 
Perceived Drawbacks 
H2： ''On-line investors perceive fewer drawbacks associated in on-line trading than 
traditional investors.” (refer to Appendix 3 - table 3) 
In order to test the difference in perceived drawbacks between the two sample 
groups (traditional and on-line investors), we develop the null hypothesis H。〗and the 
alternative hypothesis Ha2 s follows: 
Ho2: ^ |L102 
Ha2： JLIT2 > 1^102 
where 阳=sample mean of perceived drawbacks for traditional investors 
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and |j-02 = sample mean of perceived drawbacks for on-line investors 
In F-test, the statistical F-value was 1.11 (< F critical 一 1.14) and the P-value is 
0.095 (> a = 0.05), thus the sample variances for these two groups are statistically 
equal, i.e., ay^ = go~. 
W e then proceed to launch the t-test with equal sample standard deviation. Since 
the statistical t-value is 12.93 (> t critical 二 1.65) and the P-value is 3.36E-36, the null 
hypothesis should be rejected, and the alternative hypothesis is supported. Therefore, 
it is statistically significant to conclude that on-line respondents perceived fewer 
drawbacks towards this new investment media than the traditional investors. 
Perceived Prerequisites 
H): "On-line investors perceive fewer prerequisites lo use on-line trading than . 
traditional investors." (refer to Appendix 3 -- table 4) 
In order to test the difference in perceived prerequisites between the two 
sample groups (traditional and on-line investors), we develop liie mill hypothesis Fin 
and the alternative hypothesis Ha3 s follows: 
HO3 : 阳 ^ M03 
Ha3： > |Ll03 
where |^丁3 = sample mean of perceived prerequisites for traditional investors 
and f.io3 = sample mean of perceived prerequisites for on-line investors 
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In F-test, the statistical F-value was 3.54 (> F critical 二 1.16) and the P-value is 
1.17E-40 (< a = 0.05), thus the sample variances for these two groups are not 
statistically equal, i.e., * ao^. 
W e then proceed to launch the t-test with equal sample standard deviation. 
Since the statistical t-value is 1.97 (> t critical = 1.65) and the P-value is 0.025，the null 
hypothesis should be rejected, and the alternative hypothesis is supported. Therefore, 
it is statistically significant to conclude that on-line respondents perceived fewer 
prerequisites towards on-line trading services than traditional investors. 
Perceived Influence from Externalities 
H4: “On-line investors perceive greater influence from externalities, who adopted on-
line investment, than traditional investors.” (refer to Appendix 3 一 table 5) 
hi order to test the difference in perceived influence from externalities 
between the two sample groups (traditional and on-line investors), we develop the 
null hypothesis H04 and the alternative hypothesis Ha4 s follows: 
HO4: )LLT4 ^  |L104 
Ha4: |UT4 < |^k)4 
where |1丁4 二 sample mean of perceived impact on traditional investors 
and jio4 二 sample mean of perceived impact on on-line investors 
In F-test, the statistical F-value is 1.30 (> F cnticai == 1.19) and the P-value is 0.006 
(< a = 0.05). thus the sample variances for these two groups are not statistically equal 
• 2 2 I.e.. GTT—关 cj()~. 
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W e then proceed to launch the t-test with equal sample standard deviation. Since 
the statistical t-value is -3.7 (< —t critical = -1.65) and the P-value is 0.0001, the null 
hypothesis should be rejected, and the alternative hypothesis is supported. Therefore, 
it is statistically significant to conclude that on-line respondents perceived less 
influence from externalities than traditional investors. 
Findings on Intended Constructs 
Traditional Investors On-line Investors 
Q1) Less Perceived Prerequisite 4.63 
Q2) Fewer Perceived Drawbacks 4.83 4.84 
Q3) More Perceived Influence 4.14 ^ 
Q4) Better Perceived Benefits 4.74 5 63 
I I ^ 
Table 1 - Scale means of intended constructs between two different investor segments 
For both sample groups, it was found that perceived drawbacks and benefits 
would be most critical in affecting investors' future consumption in on-line trading. 
On the other hand, perceived prerequisite and influence from externalities were 
relatively less significant in affecting investors, future on-line trading adoption. 
From these findings, we suggest if an online trading company wants to attract 
more customers and position itself on an optimal line to win its competitors, the 
company has to better focus on promoting the additional benefits and/or the eliminate 
drawbacks that an investor can enjoy when using its on-line trading services. 
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On the other hand, putting too much resource on emphasizing the trendiness 
and adoption rate growth of on-line trading may not have as significant effect as 
promoting its benefits. 
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Findings on Overall Comments 
Future On-line Usage No. of Traditional Respondents ^^No. of On-line 
Respondents 
Decrease 0 (0%) 12(10.5%) 
Level off 38 (29.5%) 57 (50%) 
Increase 91 (70.5%) 45 (39.5) 
T ^ 129 (100%) 114(100%) 
Table 2 - Future on-line trading adoption of different investor segments 一 
In the coming future, said two years from now, the majority of traditional 
investors will start to use on-line trading services; whereas less than one-third of 
traditional investors will keep using their current brokerage media, i.e.’ they do not 
plan to use this new brokerage tool soon. 
On the other hand, half of the on-line investors wouid keep their current on- • 
line services consumption and neither decreases nor increases this usa‘ize. As 
mentioned in section 4.3.0. current on-line investors usually place quite a large 
transaction proportion on on-line brokerage. The already high adoption rale made the 
future on-line consumption rather difficult to increase. Nonetheless, there is still 
almost 40% increased consumption among current on-line investors. 
To conclude, on-line trading will achieve lots of growing opportunity in the 
coming future. On one hand, there are still abundant traditional investors, who do not 
trade securities through on-line brokerage before in the market. These traditional 
investors will probably plan or start to use on-line trading very soon, giving this new-
investment tool lots of growing opportunity. On the other hand, the current on-line 
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investors will also increase their usage despite their existing high adoption rate. In 
our findings, 42 on-line respondents (out of 114 in total) predicted they will reach 
100% disposal on on-line brokerage after two years. 
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C H A P T E R VI 
C O N C L U S I O N 
As discussed in the Chapter II, the majority of previous research have 
illustrated that stock investors' brokerage consumption are directly affected by the 
perceived values (perceived benefits, perceived risks) and subjective values (influence 
from externalities) placed upon on-line trading. However, the previous models 
seldom examine the "weight" of perceived prerequisites (computer literacy, financial 
knowledge, etc) in affecting investors, brokerage choice. In this respect, we have 
studied the importance of perceived prerequisites and included this construct in this . 
paper. 
Basically, there are four test constructs in our study. First of all., we 
hypothesis that on-line investors perceive greater benefits generated by on-line trading 
than traditional investors. Based on the data gathered from over two-hundred-
respondents sampling and analyzed by the F-test and t-test, we claim this hypothesis 
is statistically significant. On-line investors experience that it is more convenience to 
invest through this emerging investing media, which can also provide more value-
added services, such as instant price quote, company information and professional 
advice, to them. Our finding fulfills the works of previous relevant research. 
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Second, we hypothesis that on-line investors perceive fewer drawbacks 
associated in on-line trading than traditional investors. Based on the data gathered 
from over two-hundred-respondents sampling and analyzed by the F-test and t-test, 
we claim this hypothesis is statistically significant. On-line investors believe that it is 
safer and cost-less to invest through this emerging investing media. Our finding 
satisfies the results of previous relevant research. 
Third, we hypothesis that on-line investors perceive fewer prerequisites to use 
on-line trading than traditional investors. This hypothesis is most value-added and 
benefit to our study as previous research did not talk much about this issue. Based on 
the data gathered from over two-hundred-respondents sampling and analyzed by the 
F-test and t-test, we claim this hypothesis is statistically significant. On-line investors 
do not perceive that prerequisite is essential for them to operate on-line Trading 
commands / icons. This reflects on-line investors believe even those who do not have 
sufficient computer literacy and/or financial knowledge can adopt this emersine 
investing media successfully 
Finally, we hypothesis that on-line investors perceive greater influence from 
externalities, who adopted on-line investment, than traditional investors. Based on the 
data gathered from over two-hundred-respondents sampling and analyzed by the F-
test and t-test, we claim this hypothesis is statistically significant. That means the 
peers and/or family members�adoption of on-line trading has a greater impact on on-
line investors than traditional investors. 
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With the advent of Automatic Order matching and Execution System/Third 
Generation (AMS/3) in the third quarter of Year 2000, on-line trading services will 
continue to gain popularity in Hong Kong. For those who have tried on-line trading 
claim that this evolving brokerage media offers greater benefits and associates with 
fewer drawbacks. With such a high business potential many brokers, together with 
bank-affiliated brokerage firms have entered the on-line market. The competition 
among these companies becomes more intense, and it is critical for them to 
understand how stock investors form their perception about on-line trading services 
and what factors affect their choices to adopt this new media. In our study, it is 
supported that benefits gained from on-line trading services play a significant role in 
affecting investor's brokerage consumption. W e thus finish this paper with a 
recommendation that all on-line trading firms or prospective entrants should focus 
their resources on improving the following attributes to create more benefits to 
consumers. 
a Accuracy of real time quotes. 
“ Less charged by the company. 
" Quality and credibility of investment recommendations. 
• Reliability of executing transactions, 
• Speed of executing transactions, 
• Speed of loading the web pages, and 





Questionnaire for On-line Trading 
Objective: 
Our survey is to understand your attitude and perception towards Stock Trading through Internet 
(also called On-line Trading or "Internet Trading"). Your true feelings and opinions are most 
interested although you may not have On-line Trading experience. Please keep in mind that there 
is no right or wrong answer. All data will be kept confidential and for academic use only. 
Section I. Demographics 
In this section, we would like to have some background information about yourself. 
1) Gender: • Male � Female 
2) Age: n Below 25 • 25-30 • 31—40 • 41-50 • Over 50 
3) Educational Background: 
� F.5 or below � Matriculation • Graduate • Postgraduate or above 
4) Occupation: 
Employed or Self-employed in: Unemployed as: 
Sdv^e industi〉 丨丨 Student 
n Manufacturing industry • Housewife or housekeeper 
� Others (Pis specify: j • Retired 
5) Working hours (including overtime)per )veek: 
� Less than 40 hours • 5 ] _ 60 hours 
• 40 — 50 hours • Over 60 hours 
6) Personal monthly income: 
� Less than HK$10,000 � HK$30,000 - $39,999 
� H K $ 10.000-$19,999 � HK$40,000 - $49,999 
� HK$20,000 — $29,999 � Over HK$50,000 
7) Have you purchased through the following media before? 
E-shopping • Yes • N o 
Catalog n Yes • N o 
T V Shopping • Yes • N o 
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8) How long do you usually surf Internet per weekl 
口 Less than 5 hours • 1 1 - 2 0 hours 
• 5 - 10 hours n Over 20 hours 
9) How long have you invested in stock market? 
• Less than 2 years • 6 - 10 years 
• 2 - 5 years • Over 10 years 
10) Average size of transaction: H K $ 
11) What is the percentage that you place your stock orders? 
% through On-line Trading 
% through traditional brokers (like phone trading) 
Total: 100 % 
12) Have you ever used On-line Trading before? 
口 Yes (Please go to question 13) 
口 N o (Please go to Section II) 
13) Which companies do you usually use their On-line Trading services? 
Banks 
• East Asia Securities Company Ltd. Ai'iinieasecurities.coni.hk) . 
口 Hang Seng Securities Services A i t hangs eng. com j 
口 Hong Kong Bank - H S B C Group (w^vM'.hshc.coin) 
口 Shanghai Commercial Bank Ltd. (\\'\vM\shciconiseciiriiies coni.hk; 
口 Standard Chartered Bank Securities Trading (wM'w.sicmclardcJiLiriL'rccl.coiii.Jik) 
口 Wing Lung Bank Ltd. Ainiivinglimgbcmk.com) 
口 Others (Please specify: 、) 
Securities Institutions 
口 2cube (www.2ciibe.com) 
• B o o m Securities (HK) Ltd. (^vw^v.boom.com) 
n Celestial Asia Securities Holdings Ltd. — C A S H (w'ww.cash.com.hkj 
口 Charles Schwab Securities Group fwww.schwab.com.hkj  
口 Core Pacific-Yamaichi Securities (HK) Ltd. (wwnv.cpetrade.com) 
口 H K E x Investment Service Centre (www.hkex.coin.hk) 
口 Hutchison CSFBdirect (www.hcbdirect.com) 
• K G I Securities Ltd. (www.kgieworld.com) 
口 Tai Fook Securities Group (www.taifook.com) 
口 Others (Please specify: ) 
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Section II. Attitude and Perception 
In this session, we would like to have your opinions about On-line Trading. Please put your check 
mark "X" to each independent scale that best describes your first impression. 
1) On-line Trading involves lower commission rate than traditional brokers. 
Strongly disagree \ | | | | | | | Strongly agree 
2) On-line Trading is faster operated than traditional brokers. 
Strongly disagree | | | | | | | � Strongly agree 
3) On-line Trading is more convenient than traditional brokers because I can place orders 
whenever and wherever I want. 
Strongly disagree \ | | | | | | | Strongly agree 
4) On-line Trading is more valuable to m e because it provides more services (e.g., instant price 
quotes, stock search, company news) than traditional brokers. 
Strongly disagree \ | | | | | | � Strongly agree 
5) On-line Trading is simpler to ine than traditional brokers because it eliminates the 
intermediate stock traders. 
Strongly disagree \ | | | | [一 I I Strongly agree 
6) On-line Trading is unreliable to m e because it arises many technological problems (on-line 
system breakdown, transaction failure, ISP malfunction) that traditional brokers may not ‘ 
have. ‘ 
Strongly disagree \ | | j | | | | Strongly agree 
7) On-line Trading is unreliable to m e because the financial information listed mav not be 
accurate and credible. 
Strongly disagree \ | | | | | | | Strongly agree 
8) On-line Trading is more risky to m e because ！ am worrying about the security problem. 
Strongly disagree \ | | | | | | | Strongly agree 
9) On-line Trading is more risky to m e because I am worrying m y private information will leak. 
Strongly disagree \__ | _ |__|__ | _ | _ |__| Strongly agree 
10) On-line Trading is less flexible to m e because I have to deposit money in the security account 
prior placing any stock orders. 
Strongly disagree \ _ | _ | _ _ | _ _ | _ | _ | _ | Strongly agree 
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11) On-line Trading requires lots of computer literacy. 
Strongly disagree \ | | | | | | � Strongly agree 
12) "Online" investors should have more financial knowledge. 
Strongly disagree \ | | | | | | | Strongly agree 
13) "Online" investors should have more investing experience. 
Strongly disagree \ | | | | | | � Strongly agree 
14) ‘‘Online，，investors should have more confidence in making decision by themselves, as no 
traditional broker's advice will be provided. 
Strongly disagree | | | | | | | | Strongly agree 
15) Adoption of On-line Trading among m y peers/colleagues/family will influence m y acceptance 
of this investing media. 
Strongly disagree | | | | | | | | Strongly agree 
16) On-line Trading is more preferable to m e as it is a trendy investing media. 
Strongly disagree \ | | | | | | | Strongly agree 
17) On-line Trading is more preferable To m e as I believe it will dominate the investing med i a in 
the future. 
Strongly disagree \_一 | | � | | | | Strongly agree 
Section III. Intention and General Comments on On-line Trading 
‘ ‘ ‘ ‘ “ ‘“ ‘ • … • — 
in this session, we would like to know your overai! opinions in On-line Trading. 
！ ) I think the following criteria would increase m y usage of On-line Trading. 
\ I have better computer literacy or financial knowledge 
Strongly disagree \ | | | | | | | Strongly agree 
〜On-line trading involves lower risks and transaction cost 
Strongly disagree \__ |__ | _ | _ |__ �_ |__ | Strongly agree 
〜On-line trading is commonly used by m y peers 
Strongly disagree \__|__|__|_ |_|__|_| Strongly agree 
〜On-line trading gives m e more benefits (e.g., convenience) 
Strongly disagree \__|__ | _ |__|__ |__ |__ | Strongly agree 
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2) Overall, my personal attitude towards On-line Trading is favorable. 
Strongly disagree | | | | | | | | Strongly agree 
3) In the coming future (say two years from now), I will probably dispose my brokerage 
consumption as: 
% through On-line Trading 
% through traditional brokers 
Total:~100 % 
‘ Thank you so much for your time and patience infilling the questionnaire. 
Any of your information will be highly valuable lo our research. 
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A P P E N D I X 2 
T A B L E 1 
No. o f select ions 
Banks “ 
Dao Heng Securities Ltd. ~3 
(wM'w. dhsec. com/main, asp) 
East Asia Securities Company Ltd. (www.easeciuities.com.hk) “ 
Hang Seng Securities Services (www.hangseng.com) "Ts ~ 
Hong Kong Bank 一 H S B C Group ^ 
(www.hshc.com) 
Standard Chartered Bank Securities Trading 2 
(WWW. standardchartered. com. hk) 







( \ \ \ \ \ \ .2cLibe.com) 
Boom Securities (HK) Lid. ~ \ i 
(\\ \\.v....boom.com) 
Celestial Asia Securities Holdings Ltd. - CASI i 6 
(www.cash.com.hk) 
Charles Schwab Securities Group (MM-M-.sdm'ab.coni.hk) 12 
E* Trade 10 
hi'ii'ii-'. ETrade. com) 
HKEx Investment Service Centre fn'n-M\hkex.com.hk) ~3 
Hutchison CSFBdirect 19 
(www. hcbdirect.com) 
KGI Securities Ltd. 20 
(www. kgieworld.com) 
Tai Fook Securities Group "72 “ " 
(www. taifook. com) 
” Sub-Total I 102 ‘ ‘“ 
1 — 
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A P P E N D I X 3 
T A B L E 2 
F-Test Two-Sample for Variances 
Perceived Benefits (Q1 - Q5)  
Traditional On-line  
Mean 4.573643411 5.142105263 
Variance 2.751167606 2.368171307 
Observations 645 570 
df 644 569 
F 1.161726602 
P(F<=f) one-tail 0.033161199 
F Critical one-tail 1.143694028 
t-Test: Two-Sample Assuming Equal Variances 
Perceived Benefits (Q1 - Q5)  
Traditional On-line 
Mean 4.573643411 5.142105263 
Variance 2.751167606 2.368171307 
Observations 645 570 
Pooled Variance 2.57150982 
Hypothesized Mean Difference 0 
df 1213 
tStat -6.166466528 
P(T<=t) one-tail 4.74721E-10 
t Critical one-tail 1.646110377 
P(T〈二t) two-tail 9.4944IE-10 
t Critical two-tail 1.961921043 
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TABLE 3 
F-Test Two-Sample for 
Variances 
Perceived Drawbacks (Q6 - QIQ)  
Traditional On-line  
Mean 5.113178295 3.921052632 
Variance 2.445245318 2.719591157 
Observations 645 570 
df 644 569 
F 0.899122396 
P(F<=f) one-tail 0.095243585 
F Critical one-tail 0.874921913 
t-Test: Two-Sample Assuming Unequal Variances 
Perceived Drawbacks (Q6 - QIO)  
Variable 1 Variable 2 
Mean 5.113178295 3.921052632 
Variance 2.445245318 2.719591157 
Observations 645 570 
Hypothesized Mean Difference 0 
df 1176 
tStat 12.88329811 
P(T<=t) one-tail 6.33632E-36 
t Critical one-tail 1.64614903 
P(T<=t) two-tail 1.26726E-35 
t Critical two-tail 1.961984708 
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TABLE 3 
F-Test Two-Sample for 
Variances 
Perceived Prerequisites (Q11 - Q14)  
Traditional On-line  
Mean 4.624031008 4.309210526 
Variance 9.998178671 2.825057837 
Observations 516 456 
df 515 455 
F 3.539105834 
P(F<=f) one-tail 1.1693E-40 
F Critical one-tail 1.162083763 — 
t-Test: Two-Sample Assuming Equal Variances 
Perceived Prerequisites (Q11 - Q14)  
Variable 1 Variable 2 
Mean 4.624031008 4.309210526 
Variance 9.998178671 2.825057837 
Observations 5J6 456 
Pooled Variance 6.633467352 
Hypothesized Mean Difference 0 
df 970 
t Stat 1.901808659 
P(T<-t) one-tail 0.028746101 
t Critical one-tail 1.646426426 
P(T<=t) two-tail 0.057492202 
t Critical two-tail 1.962412171 
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TABLE 3 
F-Test Two-Sample for Variances 
Perceived Influence from Externalities (Q15 - Q17)  
Traditional On-line  
Mean 4.062015504 4.5 
Variance 2.198216653 2.85483871 
Observations 387 342 
df 386 341 
F 0.769996794 
P(F<=f) one-tail 0.006379247 
F Critical one-tail 0.841501091 
t-Test: Two-Sample Assuming Equal Variances 
Perceived Influence from Externalities (Q15 - Q17)  
Variable 1 Variable 2 
Mean 4.062015504 4.5 
Variance 2.198216653 2.85483871 
Observations 387 342 
Pooled Variance 2.506205816 
Hypothesized Mean Difference 0 
df 727 
t Stat -3.727821787 
P(T<=t) one-tail 0.000104074 
t Critical one-tail 1.646951659 
P(T<=t) two-tail 0.000208149 
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